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Market Cap Rs179bn/US$2.4bn   Year to Mar FY19 FY20 FY21E FY22E 
Reuters/Bloomberg ASOK.BO/AL IN  Revenue (Rs mn) 290,550 174,675 135,552 180,604 
Shares Outstanding (mn)         2,935.5   Net Income (Rs mn) 19,832 2,395 (2,144) 4,868 
52-week Range (Rs) 87/34  EPS (Rs) 6.9 1.2 (0.7) 1.7 
Free Float (%) 48.5  % Chg YoY 16.7 (83.1) NC NC 
FII (%) 15.7  P/E (x) 7.8 46.3 NC 32.6 
Daily Volume (US$/'000)          28,733   CEPS (Rs) 8.9 3.1 1.7 4.5 
Absolute Return 3m (%)              25.3   EV/E (x) 4.7 14.6 29.6 10.8 
Absolute Return 12m (%)                0.3   Dividend Yield (%) 5.7 0.9 - 0.8 
Sensex Return 3m (%)              20.5   RoCE (%) 23.9 4.3 (0.1) 6.0 
Sensex Return 12m (%)                4.9   RoE (%) 26.0 4.4 (3.0) 6.7 
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Q1FY21 result review 
and earnings revision 

Automobiles 
 
Target price: Rs65 
 
Earnings revision 
(%) FY21E FY22E 
Sales ↑  1.1  ↑  1.4 
EBITDA  ↑  9.6  ↑  2.1 
EPS  ↑  NC ↑  5.4 
 

 
Target price revision 
Rs65 from Rs57 

 Shareholding pattern 

 
Dec 
‘19 

Mar 
‘20 

Jun 
‘20 

Promoters 51.1 51.5 51.5 
Institutional  
investors 31.5 31.9 29.7 
  MFs and others 7.5 9.8 8.6 
  FIs/Banks 1.6 2.3 2.3 
  Insurance  2.9 2.8 3.1 
  FIIs 19.5 17.0 15.7 
Others 17.4 16.6 18.8 

 

Source: BSE 
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Ashok Leyland ADD 
 Maintained  

New platforms to drive growth Rs61 
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Ashok Leyland’s (AL) operating performance in Q1FY21 was marred by steep 
negative operating leverage (~89% drop in revenues) as EBITDA margins came in 
at -51.2%. Key medium term industry demand monitorables: a) freight demand 
growth trends; b) competitive intensity; c) impact of DFC implementation. On AL 
side, healthy FCF generation (6.2% yield FY22E) is expected to be driven by better 
asset utilisations, lower capex intensity. We expect strong volume rebound 
(~30%) in FY22 rebound, factor ~19% EPS CAGR over FY20-FY22E. The key 
upside risk remains a well-incentivised scrappage policy, which could kick start 
replacement demand cycle. However, this policy remains a binary event. We 
maintain our ADD rating with a revised target price of Rs65 (earlier: Rs57). 

 Key highlights of the quarter: Topline declined 89% YoY to ~Rs6.5bn with 88% 
YoY fall in volumes, largely contributed by 96% decline in M&HCV volumes and flat 
ASP (down 0.7% YoY). EBITDA margin shrunk 6,065bps at -51.2% on higher 
employee expenses (up 4,561bps) and other expenses (up 2,081bps). Gross margin 
improved 577bps YoY and 696bps QoQ to 35.9% primarily due to sharp correction in 
production volumes. Company took an exceptional charge of Rs16.7mn towards 
discontinuation of certain LCV products.  

 Key takeaways from earnings call: a) Production currently stands at 30-35% of 
pre-Covid levels; demand for LCVs is increasing as Hosur plant ramps up; in 
M&HCV segment good traction is visible in ICVs and tippers; increased government 
spending on infrastructure may spur demand in cement sector for HCVs; b) AVTR 
platform has been well received by customers; Project Phoenix is to be launched in 
Q3; c) net debt rose to ~Rs42.5 largely due to pending vendor payments, repayment 
of short-term obligations and maintaining sufficient liquidity; d) HLFL has realised 
interest income almost at par YoY as the book under moratorium decreased from 
75% in April to 40%  in July; housing finance book size for HLFL stood at Rs1.7bn; 
and e) capex for FY21 likely to be Rs5bn-6bn with no incremental capital infusion 
required for HLFL, even as external PE funding to raise Rs2bn is being sought.  

 Maintain ADD: We believe the FY22E could be strong growth (~30% YoY) rebound 
year for AL owing to low base effect, normalizing economic growth vis-à-vis FY21 
(~40% decline in FY21E). We tweak our FY22E estimates up by ~5.4% while 
factoring-in better cost efficiency. We value the core business at 12x (earlier:11x) 
FY22E EV/EBITDA and add Rs7/share for investments to arrive at a SoTP-based 
target price of Rs65 (earlier: Rs57). Maintain our ADD rating on the stock.  
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Table 1: Q1FY21 result review (standalone) 
(Rs mn, year ending March 31) 

 Q1FY21 Q1FY20 YoY (%) Q4FY20 QoQ (%) 
Units sold 4,569 39,608 (88) 26,423 (83) 
of which Dost 3,548 12,889 (72) 7,037 (50) 
of which others 1,021 26,719 (96) 19,386 (95) 
Average Realisation (Rs mn/unit) 1.42 1.44 (0.7) 1.45 (1.9) 
Net operating income 6,509 56,839 (89) 38,385 (83) 
Raw material costs 4,175 39,737 (89) 27,290 (85) 
Employee costs 3,542 5,004 (29) 4,097 (14) 
Other expenditures 2,125 6,728 (68) 5,168 (59) 
Total operating expenses 9,841 51,469 (81) 36,555 (73) 
EBITDA -3,332 5,370 NC 1,830 NC 
EBITDA Margin (%) (51.2) 9.4 -6065 bps 4.8 -5597 bps 
Depreciation and Amortization 1,637 1,646 (1) 1,877 (13) 
Other Income 256 211 22 344 (26) 
Interest costs 768 126 512 331 132 
Forex Gain/(Loss) 0 0  0  PBT -5,481 3,809 NC -34 NC 
Tax -1,610 1,305 NC -148 NC 
Exceptional Items -17 -201 NC -687 NC 
PAT -3,888 2,302 NC -573 NC 
Adjusted PAT -3,877 2,434 NC -113 NC 
 Source: Company data, I-Sec research 

Table 2: Volume assumptions 
 FY18 FY19 FY20 FY21E FY22E 
M&HCV trucks (7.5te+)  1,02,826  1,15,613 53,897 35,558 46,225 
7.5-12te  12,533  17,295 10,496 7,347 9,551 
12-25te  30,931  41,633 22,291 14,489 18,836 
25+te  59,362  56,685 21,110 13,722 17,838 
Buses  13,294  16,323 18,141 12,699 15,873 
Dost  42,078  53,129 44,912 35,930 46,708 
Exports  16,239  12,301 8,290 5,803 7,834 
Total volumes 1,74,437 1,97,366 1,25,240 89,989 1,16,641 

Source: Company data, I-Sec research 
 

Table 3: Earnings revision 
(Rs mn, year ending March 31) 

 
FY21E FY22E 

Previous New Chg (%) Previous New Chg (%) 
Sales     133,817     135,552          1.3          178,118      180,604          1.4  
EBITDA         5,659         6,204          9.6            16,003        16,336          2.1  
PAT        (2,922)      (2,144)  NC              4,619          4,868          5.4  
EPS (Rs)            (1.0)          (0.7)  NC                  1.6              1.7          5.4  
Source: Company data, I-Sec research  
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Outlook and valuations  
We believe the FY22E could be strong growth (~30% YoY) rebound year for AL owing 
to low base effect, normalizing economic growth vis-à-vis FY21 (~40% decline in 
FY21E). We tweak our FY22E estimates up by ~5.4% while factoring-in better cost 
efficiency. We value the core business at 12x (earlier:11x) FY22E EV/EBITDA and 
add Rs7/share for investments to arrive at a SoTP-based target price of Rs65 (earlier: 
Rs57). Maintain our ADD rating on the stock. 
 
Table 4: SoTP valuation 
(Rs mn, year ending March 31) 

Valuation (Rs mn) 
EBITDA FY22E                16,336  
EV/EBITDA Multiple (x)                       12  
Enterprise Value             196,037  
Net Debt FY22E                25,636  
Equity Value             170,401  
Equity Value (Per Share)                       58  
Investment Value (Per Share)                         7  
Target Price                       65  

Source: Company data, I-Sec research 
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Financial summary (standalone) 

Table 5: Profit and loss statement 
(Rs mn, year ending March 31) 

  FY19 FY20 FY21E FY22E 
Operating Income (Sales) 290,550 174,675 135,552 180,604 
Operating Expenses 259,192 162,938 129,348 164,268 
EBITDA 31,357 11,737 6,204 16,336 
% margins 10.8 6.7 4.6 9.0 
Depreciation & Amortisation 6,210 6,698 7,277 8,202 
Gross Interest 704 1,095 2,779 2,909 
Other Income 1,099 1,233 987 1,283 
Recurring PBT 25,543 5,177 (2,865) 6,509 
Add: Extraordinaries (575) (1,558) - - 
Less: Taxes 5,136 1,224 (721) 1,640 
- Current tax 3,782 717 (423) 961 
- Deferred tax 1,354 507 (298) 679 
Less: Minority Interest     
Net Income (Reported) 19,832 2,395 (2,144) 4,868 
Recurring Net Income 20,289 3,426 (2,144) 4,868 
Source: Company data, I-Sec research 
 

Table 6: Balance sheet 
(Rs mn, year ending March 31) 

  FY19 FY20 FY21E FY22E 
Assets     
Total Current Assets 82,595 55,253 45,052 62,381 
  of which cash & cash eqv. 13,736 13,225 8,835 12,916 
Total Current Liabilities & 
Provisions 89,386 54,557 39,690 55,356 

Net Current Assets (6,791) 696 5,361 7,025 
Investments    
of which 26,365 27,196 33,365 35,865 
Strategic/Group 26,365 27,196 31,365 33,865 
Other Marketable - - 2,000 2,000 
Net Fixed Assets 62,721 73,977 71,700 69,498 
Capital Work-in-Progress 6,576 5,941 5,941 5,941 
Total Assets 91,835 108,092 116,649 118,612 
     
Liabilities     
Borrowings 4,330 31,552 42,552 40,552 
Deferred Tax Liability 4,181 3,900 3,601 4,280 
Minority Interest     
Equity Share Capital 2,936 2,936 2,936 2,936 
  Face Value per share (Rs) 1 1 1 1 
Reserves & Surplus* 80,389 69,704 67,561 70,844 
Less: Misc. Exp. n.w.o. - - - - 
Net Worth 83,324 72,640 70,496 73,779 
Total Liabilities 91,835 108,092 116,649 118,612 
Source: Company data, I-Sec research  
 
 

Table 7: Cashflow statement 
(Rs mn, year ending March 31) 

  FY19 FY20 FY21E FY22E 
Operating Cashflow 25,118 6,669 1,817 14,093 
Working Capital Changes (29,002) (1,143) (6,024) 1,791 
Capital Commitments (8,985) (13,125) (5,000) (6,000) 
Free Cashflow (12,869) (7,600) (9,207) 9,883 
Cashflow from Investing 
Activities 31,920 (3,153) (2,013) 283 
Issue of Share Capital 8 - - - 
Buyback of shares - - - - 
Inc (Dec) in Borrowings (1,810) 27,222 11,000 (2,000) 
Dividend paid (9,100) (1,761) - (1,585) 
Extraordinary Items (575) (1,558) - - 
Chg. in Cash & Bank balance 5,861 (3,828) (4,389) 4,081 
Source: Company data, I-Sec research 
 

Table 8: Key ratios 
(Year ending March 31) 

  FY19 FY20 FY21E FY22E 
Per Share Data (Rs)     
EPS(Basic Recurring) 6.9 1.2 (0.7) 1.7 
Diluted Recurring EPS 6.8 0.8 (0.7) 1.7 
Recurring Cash EPS  8.9 3.1 1.7 4.5 
Dividend per share (DPS) 3.1 0.5 - 0.5 
Book Value per share (BV) 28.4 24.7 24.0 25.1 
     
Growth Ratios (%)     
Operating Income 10.2 (39.9) (22.4) 33.2 
EBITDA  5.8 (62.6) (47.1) 163.3 
Recurring Net Income 16.7 (83.1) NC NC 
EPS(Diluted Recurring) 16.7 (83.1) NC NC 
Diluted Recurring CEPS 12.4 (65.1) (43.6) 154.6 
     
Valuation Ratios (x)     
P/E 7.8 46.3 NC 32.6 
P/CEPS 6.1 17.4 30.9 12.1 
P/BV 1.9 2.2 2.2 2.1 
EV / EBITDA 4.7 14.6 29.6 10.8 
EV / Operating Income 0.5 1.0 1.4 1.0 
EV / Operating FCF (38.2) 31.0 NC 11.2 
     
Operating Ratios     
Raw Material/Sales (%) 71.2 70.8 71.8 69.9 
SG&A/Sales (%) 3.4 3.9 3.8 3.4 
Other Income / PBT (%) 4.3 23.8 (34.4) 19.7 
Effective Tax Rate (%) 20.1 23.6 25.2 25.2 
NWC / Total Assets %) (27.7) (20.2) (13.5) (16.1) 
Inventory Turnover (days) 9.4 6.4 10.0 13.5 
Receivables (days) 21.7 38.5 26.9 22.3 
Payables (days) 87.4 112.8 84.5 66.2 
D/E Ratio (x) 10.2 48.8 65.5 60.8 
     
Return/Profitability Ratios (%)     
Recurring Net Income Margins  7.0 2.0 (1.6) 2.7 
RoCE  23.9 4.3 (0.1) 6.0 
RoNW  26.0 4.4 (3.0) 6.7 
Dividend Payout Ratio  45.9 73.5 - 32.6 
Dividend Yield  5.7 0.9 - 0.8 
EBITDA Margins  10.8 6.7 4.6 9.0 
Source: Company data, I-Sec research 
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"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports 
and no charges are levied for providing research reports to such investors." 

 

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise) 

BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return 
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